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Description

Senate File 476 imposes a quality assurance assessment (tax) on nursing facilities for each
patient day. This assessment would be applied to all for-profit and nonprofit private nursing
facilities, but not to State nursing facilities. Revenue received from the assessment is to be
deposited in the Quality Assurance Trust Fund under the authority of the Department of Human
Services (DHS). The money in the Fund is to be used to provide a supplemental payment,
matched with federal financial participation, to nursing facilities. This payment, to the extent
possible, is intended to offset the cost of the assessment to nursing facilities.

The DHS is directed to submit certain requests to the Center for Medicare and Medicaid
Services (CMS) by June 30, 2009, unless the DHS, upon consultation with the Governor,
determines the requests would adversely affect the existing lowaCare Waiver. The requests
include:

¢ An amendment to the lowaCare waiver eliminating the provision that prohibits a provider
tax.

e A uniform tax requirement waiver to allow various levels of taxation to be imposed.

o A State Plan Amendment to the nursing facility reimbursement methodology to allow the
Medicaid to reimburse nursing facilities for the Medicaid portion of the assessment.

The quality assurance assessment is contingent on the following:

e Approval of all requests submitted to CMS.
e An appropriation by the General Assembly to provide the nursing facility supplemental
payments.

Assumptions

e The analysis assumes an assessment rate of 3.0%.

e The assessment would generate $33.0 million in revenue.

The State would use approximately $19.6 million of the revenue as follows:

e $5.5 million for a reimbursement to offset the cost of assessment to nursing facilities, to
the extent possible (pass-through). This payment will be matched with $12.5 million of
federal funds for a total pass-through of $18.0 million.

e $14.1 million for a $10 per bed-day rate add-on. Both of these payments would be
matched by new federal financial participation. This payment would be matched with
$32.1 million of federal funds for a total add-on of $46.2 million.

e Most nursing facilities will experience a net gain from this Bill because the additional
Medicaid payments will be more than the assessment paid. However, facilities with a low
percentage of Medicaid bed-days will experience a net loss because the Medicaid payments
received will not be enough to offset the assessment on non-Medicaid bed-day revenue.
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o With the assessment dependent on approval by CMS, it is uncertain when it would take
effect.

e The State share of the Federal Medical Assistance Percentage (FMAP) for FY 2010 is
projected to be 30.51%. This includes the FMAP adjustment in the American Recovery and
Reinvestment Act of 2009

Fiscal Impact

The quality assurance assessment, if implemented, is estimated to generate revenue of $33.0
million annually to the Quality Assurance Trust Fund beginning in FY 2010. The State portion of
the nursing facility reimbursements to be paid from the Fund is estimated at $19.6 million. This
results in a net gain to the Fund of $13.4 million.

The assessment and corresponding reimbursement payments will generate additional federal
funds for lowa as explained in the Assumptions. See details in the chart below.

Quality Assurance Assessment

Revenue: State Federal Total
Quality Assurance Assessment (3.0%) $ 33,037,159 § 0 $ 33,037,159
Expenditures:

Pass-Through $ 5,509,795 $ 12,549,187 $ 18,058,982
Add-On ($10 per bed day) 14,089,912 32,091,378 46,181,290
Total Expenditures $19,599,707 $ 44,640,565 $ 64,240,272
Net Gain $ 13,437,452 $-44,640,565 $ 31,203,113

Source

Department of Human Services

/s/ Holly M. Lyons

April 13, 2009

The fiscal note for this bill was prepared pursuant to Joint Rule 17 and the correctional and minority
impact statements were prepared pursuant to Section 2.56, Code of lowa. Data used in developing this
fiscal note, including correctional and minority impact information, is available from the Fiscal Services
Division of the Legislative Services Agency upon request.




